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Decisions Net $13 Million, Preserve Quality
LEHIGH VALLEY HOSPITAL AND HEALTH
NETWORK WILL REDUCE WORK FORCE
EXPENSES BY $13 MILLION in the next fiscal year
as part of an ongoing operations improvement effort to
cut costs due to market pressures.
Reductions include a salary freeze for all employees
and an additional 3 percent wage cut for members of the

Pay Practices & Benefits

Some programs will be curtailed, eliminating the

0 FTEs

Program & Service Reductions

1,106,000 ...... 14.6 FTEs

Staffing Levels

3,987,413 ...... 69.4 FTEs

network's senior management council (SMC). Salaries
for vice presidents will be reduced 1.5 percent.

$9.942.992 . . . . . .

Subtotal

$15,036,405

{Severance package,
implementation costs)

equivalent of 84 full-time positions. Of those, 40 are

TOTAL

{2.000.000)
$13,036,405 ...... 84.0 FTEs

new reductions; the rest are vacant positions that will

GUIDING PRINCIPLES
• Thoughtful, planned, collaborative
approach
• Necessity ofcost reduction

not be filled. Displaced employees will be given first
option for 90 positions currently open throughout the
network.
"These decisions were taken seriously, carefully

A scheduled April1 pay raise for nurses of 1.5 percent for the current fiscal year will be granted, he added.
table process. Every other employee group received its

community," said Elliot]. Sussman, M.D., president

1.5 percent increase this fiscal year, which began July 1."
The increase had been deferred and was considered

quality of patient care that is our hallmark while being

by the work force expense reduction planning team, a

cost competitive, all for the ultimate benefit of our com-

group of 38 members of SMC, vice presidents, adminis-

munity."

trators, department heads, front-line managers anc.Lfacil-

Cost reductions were identified in three areas:
programs and services; compensation and benefits; and
staffing levels. According to Lou Liebhaber, chief oper-

itators. Liebhaber praised the efforts and the recommendations of the team members.
"They were always conscious of the guiding princi-

ating officer, who led the effort to identify reductions,

ples, or values, that were suggested by employees

"Every effort has been made to minimize layoffs."

throughout the network, keeping those at the forefront

"But it's inevitable that some people will lose their

of their discussions and recommendations," he said. The

jobs in an organization where 60 percent of our costs

team paid particularly close attention to making fair and

are related to personnel," he said. "There will be no

equitable decisions that minimized any negative impact

' Black Friday,' however. The reductions will be accom-

on specific individuals and groups, while preserving

plished through attrition, gradual transitions, job trans-

high-quality patient care.

fers and retraining as often as possible, with individual

employee feedback. "Every single decision regarding pay

severance."

practices and benefits was suggested by members of the

dignity will not be compromised," Liebhaber said.

• Open, honest, timely, consistent
communication
• Broad involvement and input
• Fair, equitable decisions
• Preservation ofhigh-quality care
• Focus on market requirements and
opportunities
• Support: personal and professional
• Availability ofchoices
• Minimized impact on specific
individuals and groups

Liebhaber noted the importance the team placed on

counseling, peer support and career assessment, and
"Our history of treating everyone with respect and

• Ongoing process

"We said at the outset that this would be a fair and equi-

considering their impact on our employees and the
and chief executive officer. "We must maintain the high

• Respect for and value of individuals

work force - repeatedly," he said. He counted 1,045
ideas submitted by employees as a result of departmental
staff meetings held throughout the network in March

Cost pressures will grow
The subtotal of the cost reduction initiatives is

and April.
Liebhaber characterized the suggestions as thought-

actually $15 million, before accounting for severance

ful and creative, and indicating widespread understand-

expenses and other implementation costs. "Our net

ing of the need to reduce costs and a desire to share the

savings will be in the $13 million range, which was the

burden throughout the work force.

initial target,'' Liebhaber said. But he cautioned that
"This is not the end."

"We must continue to turn to each other for ideas,
for help, for advice and for support."

The $13 million is part of an overall $20 million OI
targetfor fiscal year 1997 that begins July 1, 1996. That
target is part of what was initially conceived as a fiveyear, $75 million effort that began in 1993.

Cost savings focus in 3 areas
By far the most cost savings- nearly $10 million-

"These are the things
that needed to be done
for the good of the
organization. ,,
- Bernie Potetz, Manager,
Admitting Department

were identified in the areas of compensation and bene-

"That $75 million is itself a moving target," he said.

fits. Of that, over $3 million will be achieved by freezing

"The pressures to reduce our costs still further will con-

salaries and step-in-grade increases at current levels, and

tinue to mount, in response to demands from business

by reducing senior management's compensation. Other

and government, and to be competitive in a marketplace

changes will be made in on-call and overtime pay, shift

increasingly dominated by managed care. We still have

and weekend differentials, PTO and benefits. Eliminat-

work to do."

ing cafeteria discounts and reducing the budget for conferences and memberships make up the balance.

LEII1£ HVAlJEY
HOSPITAL AND
HEALTH NETWORK

PAY PRACTICES
• Freeze FY'97 increase, freeze FY'97 step-in-grade increase, Senior Managment Council3% pay cut,
VP 1.5% pay cut .. . ... . ..... . ......................................................... . ....... $3,093,120
• Compensate overtime ~OT) based on federal requirement. For non-8/80 departments, pay OT tor all hours
worked in excess of 40 hours/pay week .. . ... . ............. ... ... ...... . .................. . ... . ... $1.429,909
• Correct two-tier rate structure & rotational differential. Increase shift differential. Move staff in
second-tier rate to the day rate with an enhanced shift differential tor evenings and night shift . .. . ...... +$42,119
• Eliminate accrual of PTO while on an LOA. Allow accrual for worked hours only .................. . ... $216,1100
• Eliminate 8.5% weekend differential ............. . . . . . ........................................... $287,244
• Modify existing on-call policy. Team to be formed to determine exact policy change .. . ...... . .. . ..... $540,1100
BENEFITS
• Eliminate cafeteria discount effective June 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $400,000
•Increase co-pay to $10/prescription on Valley Preferred option ........... . ............ . ....... ... . . . $85,1100
• Charge payroll deduction of $25/individual/month & $80/family/month on Valley Preferred option. Continue
to provide Choice Plus forfree ............ . ...... . .... .. .................................. ...... $1,636,260
• Eliminate employer-paid dental for all full-time and part-time employees. Allow to purchase.
Cost/person/month: $12.61 for basic and preventive; additional $1.88 for major and orthodontic.
Cost/family/month: $28.33 for basic and preventive; additional $7.97 for major and orthodontic ......... $1,488,340
OTHER

"In the old days,
decisions came from
the top down. This
time there was a lot
of input from the
staff"
- Fred Pane,
Director,
Pharmacy

That included a continued focus on the
importance of maintaining the high quality of
patient care that is central to LVHHN's mission,
according to Shelley Mesics, R.N., director,
patient care services. She believes the outcome
reflected that, as well as a genuine concern for

• Reduce resident food subsidy. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $183,1100

the wor k force. "The decisions demonstrate that

• Reduce cost of holiday dinner ............ . .... . . . .... . . ....... ........... .... .................... $15,000

this organization cares about its employees, just

• Reduce volunteer cafeteria discount. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $10,000
• Reduce seminars & conferences ............................................ . ...... . ............ $452,1100
• Reduce dues & memberships . . ...... . .... . ....... . ................. ... .......................... $65,1100

as our employees care for our patients," she said.
"Day to day, the employees are the ones who
make the hospital function," Fred Pane, direc-

TOTAL . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $9,942,992

tor, pharmacy, added. "It's part of our job, all the
time, to come up with ideas on how to work bet-

Except where noted, changes to pay practices are effective July 1;
changes to benefits are effective Sept. 1.

ter and smarter."
Those ideas formed the basis for the planning team's recommendations to senior management, he said. "In the old days, decisions came

Planning team faced daunting task
The work force expense reduction planning
team of 38 people met as a large group twice and

"It's going to be tough.
Everyone's affected. And everyone
needs to understand what their effort
and sacrifices will produce. "
- Kim Kemp, Production Manager, Pathology

An additional $1,106,000 in savings will result
from reductions in several program areas. Every
hospital program and service was assessed for its
~ontribution

to the mission and to the community,

period as it attempted to balance the urgent need

result. Still, it's going to be tough. Everyone's

to reduce costs with an "unswerving commit-

affected," she said. "Everyone needs to under-

ment" to preserve high-quality patient care, and

stand what their effort and sacrifices will pro-

to spread the burden across the organization as

duce."

much as possible, Liebhaber said.
"We had to make tough choices," said Cathy
Ternos, director, supply processing distribution
process. I've never seen or heard of that happening anywhere else."
Neither had Bill Mosser, director, purchasing.
"I've been through this before, in heavy industry,
There was little opportunity for people to

health care environment. Reductions were accorn-

contribute."
Mosser predicted that the majority of the

)r redefinition, or technological developments. In

work force would support the decisions, largely

;orne cases, network support for grant-funded pro-

because of the many opportunities for employees

~arns

to provide input. "There's not an item on the list

!lirninated in this category of cost reductions.
The greatest impact on the number of positions
Nill be felt in the changes to staffing levels, or stan-

She believes employees understand the need
and will support the decisions. So does Greg
Miller, supervisor, service analyst, purchasing.

(SPD), "but we included employees in the

tial for continued viability in the current or future

;ponding loss of service. In all, 14.6 FTEs will be .

Kim Kemp, production manager, pathology,
believes the process achieved "the best possible

where we used the 'star chamber' approach.

was reduced or eliminated with no corre-

input from staff."

in smaller groups several times over a six-week

for its revenue and cost position, and for its poten-

?lished through consolidation, program redesign

from the top down. This time there was a lot of

that doesn't make sense, that doesn't seem fair."
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• Consolidation
Programs Affected: • Cardiac rehabilitation • Coalition
for Smoke-Free Valley • Project ALERT • AIDS Activity
Office • Centerfor Health Promotion and Disease
Prevention • Center for Education
FTE Reductions: 6.0
Cost Savings: $300,000
• Funding Reductions
Programs Affected: • Neuroscience Regional Research
Center • Helwig Diabetes Center • Microsurgery
Center
FTE Reductions: 4.6
Cost Savings: $316,000

Repeatedly, employees stressed the importance of a fair process. "We did a good job of
keeping those guiding principles in mind," said

iards. A total of 69.4 FTEs will be reduced: 40.4

Rick Cardona, manager, logistical support ser-

tre vacant positions that will not be filled in the

vices. "Every member of the team carne to the

1ext fiscal year, and 29 are new reductions that will

table with realistic goals, creative ideas and a lot

)Ccur gradually beginning July 1. Total savings over

of commitment. The dedication to the task was

:he 1997 fiscal year will be close to $4 million. An

incredible. But there's still a lot of hard work

)rganization-wide bench marking initiative- an

ahead."

!ffort to compare LVHHN staffing levels to similar

Bernie Potetz, manager, admitting depart-

1ealth care organizations generally viewed as "best

ment, had a lot of praise for the process. "I think

)ractice"- will begin this summer and is expected

the approach was excellent," she said. "This was a

:o yield additional changes or commitment to

diverse group with a lot of opinions and perspec-

:hanges.

tives. And we all agreed - these are things that
needed to be done for the good of the organiza-

• Redesign/Redefinition
Programs Affected: • Unit directors/section chiefs
• Pastoral care
FTE Reductions: 3.0
Cost Savings: $420,000
• Technology
Programs Affected: • Biomedical photography
FTE Reductions: 1.0
Cost Savings: $50,000
• Under Study
Programs Affected: • Burn Prevention Foundation
FTE Reductions: 0
Cost Savings: $20,000
TOTAL:

FTE Reductions: 14.6
Already Vacant: 3
Currently Filled: 11.6

Cost Savings: $1,106,1100

tion."

CheckUp this month

"Most employees will feel 'This is what I

vide meals when their responsibilities do not permit

would have done if! were in their shoes,' " he
said. "This is the right thing to do, and it's being
done in the right way."

Pay practices, benefit changes yield
$10 million

them to leave the bospital. A savings of $18 3,000
• Staffing reductions: currently filled
FTE reductions: 29.0

is expected.

• Staffing reductions: vacant. will not be filled
FTE reductions: 40.4

substitute a less expensive "holiday tea. " Expected

• Eliminate the employee holiday dinner, and
savings are $15,000.

• Reduce the cafeteria discount for volunteers.

TOTAL: 69.4

As the planning team considered cost reduc-

A $10,000 savings is expected.

tions in the areas of compensation and benefits,
four criteria were kept in sharp focus, according

Employee
Categories

%Total
Budgeted FTEs

%of69.4
Identified FTEs

to Liebhaber:

• Reduce tbe budget for seminaTs and conferences by SO percent. Total cost reduction will be
$452,000.

• "Share the pain" of change, and balance
that pain with the potential savings;
• Retain market competitiveness;
• Do not disadvantage lower-paid employees;

• Exempt/Mgt

17%

12%

• Nursing

30%

35%

• Oper/Craft

19%

13%

• Prof{Tech

11%

22%

• Sec/Clerical

17%

18%

• Reduce the budget for dues and mwzbeTships
by 20 percent. A reduction of $65,000 is expected.

All these suggestions - and more - were
made by employees as a result of departmental

• Provide some level of choice in areas

staff meetings that were held in March and

where that is possible.

April, Liebhaber said, and were carefully con-

Team members reviewed market-based

sidered by the planning team in making its rec-

comparisons of wages and benefits to make sure

"We did a good job of

LVHHN compensation remained competitive,

keeping the guiding

Liebhaber said.

onunendations to SMC.
Changes to pay practices will be implemented effective July 1 and benefits changes on

Total impact of the changes to pay practices

But there's still a lot

and benefits is $9,942,992.

Sept. 1, unless otherwise noted. He said a suggestion to consider "cafeteria benefits" was

Specific changes include:

rejected for now because the cost to administer

• Freeze a 1. S percent increase in salaries and

- Rick Cardona, Manager,
logistical Support
Services

step-in-g;rade increases budgeted for the fiscal year
that begins July 1; reduce SMC salaries by 3 per-

it would be about $300,000 in the first year,
and it would take six months to implement.

cent, and vice presidents' salaries by 1. S percent.

Program and service reductions consider

Savings will total $3,093,120. According to Mary

community need

Kay Gooch, vice president, human resources,

chase individual or family coverage. "Longer term,

the freeze in salaries will not affect LVHHN's

we will look for ways to reduce premium costs,"

reductions to programs and services - includ-

position as the local market leader, on average,

Gooch said, "possibly through a dental network or

ing 14.6 fewer FTEs - the planning team

for salaries among health ·care professions. The

dental HMO."

considered both community needs and the pro-

step-in-grade freeze will affect approximately

• Increase tbe pnscription co-pay to $10 foT Valley
PreferTed. Currently, the co-pay is $5. Expected

gram's contribution to the organization overall,

1,300 positions, she added. At the same time, a
comprehensive compensation study will get

savings are $85,000.

selves these questions:

underway, with reconunendations expected to be

• Implement paJTOll deduction on the Valley

presented to the compensation and development

Preferred option - $2 5 per month j01· individual cov-

committee of the board of trustees in early 1997.

erage, $80 per month for family coverage. Savings will

T he new plan will likely include a pay-for-per-

total $1,636,260. Employees may move to the

formance feature that rewards a focus on out-

Choice Plus plan, which will still be no cost to

comes, improvements and job enhancements.

subscribers. If all employees moved to Choice Plus,

Pay reductions by senior management
demonstrate their personal commitment to the
expense reduction effort, Liebhaber said.

Liebhaber said. Team members asked them• Does the reconunendation focus on the
needs of patients and employees?
• Does it do the greatest good for the
greatest number of people?
• Does the program have a high value in
terms of costs and benefits?

there would still be significant cost savings to the

• Is it essential to the conununity?

network, but an exact amount cannot be calculated.

• Does it help the organization look

• Change on-call policy. This is expected to gen-

• Pay overtime according to federal law. For

erate $540,000 in savings. The current practice is

departments that don't work the standard eight-

to compensate employees one hour's pay for every

hour day, 80-hour pay schedule, it means over-

four hours on call. A separate task force will exam-

time would be paid for all hours worked in

ine this practice and decide how to modify the pol-

excess of 40 hours per pay week. Resulting

icy and implement the savings.

savings total $1,429,909.

In reconunending $1,106,000 in cost

toward a future focus on "well care" vs. "sick
care?"
• Have programs or services been consolidated whenever possible?
Liebhaber emphasized that decisions were

not a reflection on the competency and value of

• Reducefood subsidy joT medical Tesidents, to pTo-

the people or programs involved.

• Correct the two-tie·r rate structzn·e and Totational differential; increase shift differential. This
involves moving staff in the second-tier evening
rate to the day rate, with an enhanced shift differential for evenings and nights. This change

• = goal • =achieved
$8o --~------------------------------------~~-I$1JM WO<k Ioree expense
$70

reWctiOOirnplementedl

adds $42,119 to salary costs in fiscal year 1997.

• Eliminate the 20 percent wzployee discount
jo1·jood and beverages prmhased in the hospital
cafeteTias, effective June I. Savings are estimated
to be $400,000.

• Eliminate the acmutl ofpaid time off while on
leave ofabsence. Savings will total $216,000.
• Eliminate the 8. S penent weekend dijfeTential.
A savings of$287,244 is expected.

• Eliminate wtployer-paid dental joT ali fulltime and part-time wzployees. Cost savings will be
$ 1,488,340. All employees will be able to pur-
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Consolidations proved to be effective solutions

emphasized LVHHN's commitment to minimize

for some programs, by exploring opportunities to
share overhead expenses or create synergy with
community initiatives. Cost savings due to those
efforts will net $300,000 with a total ITE reduc-

layoffs whenever possible, by taking advantage of
• Reduce consulting expenses

$600,000

(Already begun, effective July 1)
• Reduce catering expenses

transitions.
$400,000

(Effective immediately)

tion of 6.0.

$1,000,000

tations for growth and could accommodate even
where funding support was preserved intact

Liebhaber said. Integrating the program with other

because of community need or contribution to

health promotion facilities in the community will

the mission. Those programs included geriatrics,

improve the quality and ambiance of the program,

the Trauma Regional Resource Center, the pain

while taking advantage of "staffing and space

management program, the physician relations

synergies."

program and several others.

The consolidation of"Smoke-Free," AIDS and
the level of service provided to the community, he
added. A closer alignment of the Center for Health

about cost and productivity. Our priorities are
quality patient care and excellent patient satisfac-

more patients by relocating to new facilities,

ALERT will achieve efficiencies without affecting

"Our bench marking standards must be
appropriate," Liebhaber added. "This is not just

TOTAL

Cardiac rehab has significantly exceeded expec-

attrition, retraining, job transfers and gradual

tion."

Continual change inevitable; revenue
enhancements key
"Together, we've taken a long, hard look at
what the future holds," Liebhaber said. "What
will we look like as an organization tomorrow, in

Staffing levels determined by productivity
measures
A third area of work force expense reductions

six months, in two years, in 10? The only thing
that's certain is that we must continue to change.
We are all part of an ongoing process of continu-

Promotion and Disease Prevention with activities

scrutinized by the planning team- and perhaps

ally examining the work we do to make sure we

in the community health division will trim costs

the most difficult to determine -was staffing

are doing the right thing at the right cost, for the

while preserving an important community service.

levels, or standards, throughout the network.

good of our community. To achieve those goals,

And combining some education services will also

The team intended to compare LVHHN's clini-

we must continually redesign our work and learn

create efficiencies.

cal and non-clinical staffing levels with local,

from others how best to achieve the appropriate

regional and national "benchmarks;" that is,

levels of productivity."

The planning team determined that three

In the immediate future, employees can

important programs whose funding is provided

health care organizations whose staffing stan-

largely through grants from other agencies or

dards are considered to be "best practice" in bal-

anticipate departmental staff meetings to discuss

other revenue sources can continue to provide

ancing cost efficiencies with high-quality care.

the impact of the recommendations of the work

valuable community services without the benefit of

our patients. "

"But the bench marking data we had was dif-

force expense reduction planning team that have

fuse and not current," said Vaughn Gower, senior

been approved by SMC. Those meetings will be

vice president and chief financial officer, and a

scheduled from May 8 to 21, and will include

member of the planning team. "So we had to

opportunities to share feelings and additional

take an interim step and compare 1993 produc-

ideas, and to offer input and suggestions.

tivity levels with today's utilization." The com-

Additional employee forums to discuss the work

parison revealed areas where patient volume or

force expense reduction decisions will be sched-

activity had declined with no coinciding reduc-

uled at several sites for all shifts from May 22 to

tions in staffing. The result: recommendations by

June 12, hosted by Liebhaber and other members

the planning team later approved by SMC to

of senior management.

reduce the number of ITEs in several areas by

Also during that time, the organization-wide

69.4, at an annualized savings of almost $4 mil-

bench marking activity will get underway, begin-

lion. Twenty-nine currently filled positions

ning with the search for expert assistance and

across all employee categories and throughout

appropriate data that will help department man-

subsidies from LVHHN, Liebhaber said. Those

the organization will be eliminated. In addition,

agers focus on necessary long-term staffing plans.

programs are the Neuroscience Regional Research

40.4 ITEs that have been vacant over the last

And the ongoing work of work process redesign

Center, the Helwig Diabetes Center and the

several months will not be filled.

and reengineering, showcased by the transforma-

- Shelley Mesics,
Director, Patient
Care Services

tion to patient centered care, will continue and

Microsurgery Center. Decreasing LVHHN fund-

The percentage of reductions in any particu-

ing will save $316,000 and includes a reduction of

lar employee category corresponds fairly closely

must expand throughout the network, Liebhaber

4.6 ITEs.

with that category as a percent of the total num-

said.

Redefining the roles of unit directors and sec-

ber of budgeted FTEs in the entire work force,

"We can't forget that the major step we're

tion chiefs, as well as the pastoral care staff, will

Liebhaber said. "The planning team said up

taking now is part of a long journey," he said.

achieve cost savings of $420,000 and reduce the

front they would not identify reductions based

"Planning for fiscal year 1998 and further Or

number of full-time positions by three. No reduc-

on an arbitrary number, but instead relate their

must begin today, if we are to be a major force·in

tion in service is expected in either case. Pastoral

decisions to community needs, using the guiding

health care in the region tomorrow."

' care reductions will affect only the residency trainmg program.

principles."
Meanwhile, the effort to obtain meaningful

At the same time, new services to meet
emerging community needs must be explored and

bench marking data will proceed, Gower said. As

relationships with PennCARE5M physician and

most personal computers eliminates the need for

that occurs, an organization-wide bench marking

hospital partners must be developed, Sussman said.

some services provided by biomedical photography,

process will begin at LVHHN this fall. Planning

"Above all, let's not forget why we're doing

and allows the elimination of one full-time position

for that effort will begin in mid-May and contin-

this," he said. "Our mission is caring for this

and a savings of $50,000.

ue throughout the summer. Evaluation of

community- first, as a community hospital,

staffing levels in all departments will begin in

one of six in the Lehigh Valley; and second, as

the Burn Prevention Foundation. A reduction of

September, with "more changes or commitment

a regional referral and academic medical center,

$20,000 will be implemented in a way yet to be

to changes" to occur in the period from

the only one for 60 miles in any direction.

determined, preserving most of the network's fund-

September 1996 to June 1997, in a continuing

ing for this important educational effort.

effort to be market competitive and to set the

for this organization's success, and a stake in its

stage to achieve the or target for fiscal year

future." •

Presentation graphics and software available on

A last area under study is LVHHN's support for

Liebhaber pointed to other programs and services that were studied as part of this effort but

"Each one of us has a personal responsibility

1998, which begins July 1, 1997. Liebhaber
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